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Mr. Vernon A. Williams
Secretary

Surface Transportation Board
Washington, D.C. 20423

Dear Mr. Williams:

Enclosed for recordation pursuant to the provisions of 49 U.S.C. Section
11301(a) are two (2) copies of a Security Agreement (Rolling Stock and Leases), dated
as of November 26, 1997, a primary document as defined in the Board’s Rules for the
Recordation of Documents.

The names and addresses of the parties to the enclosed document are:

Debtor: Keokuk Junction Railway Co.
1318 South Johanson Road
Peoria, lllinois 61607

Secured Party: First of America Bank-lllinois, N.A.
301 S.W. Adams
Peoria, lllinois 61652

A description of the railroad equipment covered by the enclosed document is set
forth on Exhibit A attached to the Security Agreement.



Mr. Vernon A. Williams
December 18, 1997
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Also enclosed is a check in the amount of $24.00 payable to the order of the
Surface Transportation Board covering the required recordation fee.

Kindly return one stamped copy of the enclosed document to the undersigned.

Very truly yours,

Robert W. Alvord

RWA/bg
Enclosures
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SECURITY AGREEMENT, D00 1097 11-10AM
(ROLLING STOCK AND LEASES)

i
L

[t

THIS AGREEMENT ("Agreement”} is made and entered into as of the 26th day of November, 1957,
between KEOKUK JUNCTION RAILWAY CO., an Iowa corporation, of 1318 South Johanson Road, Peoria,
Hlinois 61607 ("Debtor™) and FIRST OF AMERICA BANK-ILLINOIS, N.A., a national banking association, of
301 S.W. Adams, Peoria, llinois 61652, ("Lender”).

WITNESSETH:
The parties hereta agree as follows:
1. Definition.

"Borrawer” means Pioneer Railcorp, an lowa corporation, the beneficial owner of 100% of the outstanding
capital stock of Debtor.

"Indebtedness” has the meaning ascribed to such term in the Loan Agreement

"Loan Agreement” means that certain Business Loan Agreement of even date herewith among Debror,
Borrower and Lender, as the same may be amended, remewed, restated, modified or supplemented from time to
time. .

Unless otherwise defined herein, all capitalized terms used herein shall have the meaning ascribed to such term in
the Loan Agreement.

2. Security. To induce Lender to enter into the Loan Agreement, and in consideration thereof and
of any loans, advances or financial accommodations heretofore ot hereafter granted by Lender to Borrower, Debtor
hereby conveys, hypothecates, mortgages, assigns, pledges, sets over, delivers, grants and confirms o Lender, for
the benefit of Lender, 2 continuing security interest in all of Debtor's right, title and interest in, to and umder the
following, regardless of where located and whether now existing or hereafter arising or 2cquired:

(@ the goods described in Exhibit A hereto and all other goods of like type hereafter
specifically aliened 1o Lender, together with all replacements thereof, and all accessories, attactunents and accessions
now or hereafter acquired or appertaining therete (collectively, the "Rolling Stock™);

{b) all leases and other agreements pertaining to the Rolling Stock and all rights to payment
and other rights thereunder, including without limitation accounts receivable, rents, claim, security deposits, conract
rights, general intangibles and chattel paper, but only insofar as the same permain to the Roiling Stock (collectively,
the "Leases™);

(<) all security, guarantees, waivers, deposits and other agreements, instruments and property
received by or on behalf of Debtor in connection with any of the Leases;

(d) all books and records pertaining to the Rolling Stock and/or the Leases;
(e) all proceeds, inchuding insurance proceeds, of the foregoing and products of the foregoing.

All of the foregoing (collectively, the "Collateral ™) are pledged and aliened hereunder as security for the prompt
payment and the prompt and full performance when due of the Indebtedness.

PO/
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3. Representations and Warranties. To induce Lender to enter into the Loan Agreement, Debior
hereby makes the following representations and warrantics to Leader, each of which shall survive the execution and
delivery of this Agreement, and shall continue to be true until termination hercof:

(a) Debror is a corporation duly organized and existing under the laws of the State of lowa
and is qualified to do business in every jurisdiction where the nature of its business requires it to be so qualified -
and where failore so to qualify might materially affect its business or assers, and has all requisite power and
authority, corporate and otherwise, to conduct its business, to own its property, and to execute, deliver and perform

- all of its obligations under this Agreement and the Loan Agreemem.

) The execution, delivery and performance of this Agreement and the creation of the liens
and security interests provided for hereunder are within Debtor’s corporate power, have been duly authorized by
all necessary or proper corporate action, including the consent of Debtor's shareholders, if required, are not in
comtravention of any provision of law or of any agreement or other instrument (including without limitation any
lease) by which Debtor is bound or of Debtor’s Amicles of lncorporation or By-Laws, and do not require the
consent or approval of agy governmental body, agency, authority or other person which has not been obtained and
a copy thereof furnished to Lender. This Agreement constitutes Debtor's valid and binding obligation, enforceable
against Debtor in accordance with its terms.

{c) Debtor is the legal and equitable owner of, and has the authorty to grant a security
interest in, the Collateral and holds the same free and clear of all liens, charges, encumbrances and security interests
and Debtor has good right and legal authority to grant a security interest in, the Collateral in the manner hereby
done and will defend its title thereto against the claims of all persons whomscever. None of the Leases contain any
term or provision that prohibits granting a security interest therein to Lender.

d) Debtor’s principal place of business and principal executive office are located at the
address set forth after Debtor’s name on the signature page of this Agreement. All Rolling Stock is and will be
used, located and kept solely within the rajlread system of North America.

{e) Debtor has concurrently with delivery of this Agreement provided to Lender a letter listing
all leases of each item of Rolling Stock, and will advise Lender on an anmual basis (or more often, as Lender may
reasonably request) in writing of any new lessees and any new information relative to existing lessees.

4. Defauit. Each of the following shall constitute an "Event of Default™ hereunder:

@ if there shall occur any "Event of Default™ under the Loan Agreement, as such term is
defined therein;

R0)) if any of the Coliateral shall, in connection with any obligations or asserted obligations
of Debtor, be attached, levied upon, seized in any legal proceedings or held by virtue of any lien or distress where
such attachment, levy or seizure would have a Material Adverse Effect.

5. Termination. Debior acknowledges and agrees that this Agreerment shall continue in full force
and effect until terminated in accordance with the Loan Agreement.

6. Perfection of Security Interests.

(@) Debtor will cause this Agreement, and any assignments hereof and any amendmenis or
supplemenss hereto or thereto, to be filed and recorded with the Surface Transportation Board in accordance with
49 U.S.C. § 11301 (the "Act"). Debtor will from time to time do and perform any other act and will excecute,
acknowledge, deliver, file, register, deposit and record any and all further instruments required by law or reasonably

2-
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requested by Lender for the purposes specified in the immediately preceding sentence of this Section 6.(a). Debior
will promptly furnish to Lender certificates or other evidence satistactory to Lender of any such filing. registering,
depositing or recording. In addition, Debtor will upon request by Lender mark any or all items of Rolling Stock
with such legend and in such manner as Lender may require.

()  Debtor will not, unless Lender shall otherwise consent in writing, grant, create or permit
10 exist any security interest in any Collateral to or in favor of any Person other than Lender.

{c) Debtor will furnish to Lender, from time to time, upon Lender’s request, such evidence

as Leader may reasonably require to reflect that all necessary filings and recordings have been made, and other
actions taken, (o protect the interests of Lender in and to the Collateral.

@ Debtor agrees that any financing statemens filed hereunder shall remain in full force and
effect until this Agreement shall have been terminated even if, at any time or 1imes prior.to such terminarion, Debtor
shall have no outstanding obligations to Lender. Accordingly, Debtor waives any rights which it mav have under
Section 9-404(1) of the Uniform Commercial Code to demand the filing of termination statements with respect to
the Collateral, and agrees that Lender shall not be required to send such tenmination statements 1o Debror, orto file
them with any filing office, unless and until this Agreement shall have been rerminated in accordance with the Loan
Agreement.

2. Maintenance of Rolli > Compli Insurance.

() Debtor will af alf times maintain the Rolling Stock (other than obsolete Rolling Stock) in
~ good order and repair at its own expense. Except for transfers of item of Rolling Stock effected in the ordinary
course of Debtor’s business following substantial damage thereto, Debtor will not sell, transfer or otherwise dispose
of any Rolling Stock without Lender’s prior written consent. In the event that any anit of the Rolting Stock shall
be worn out, lost, stolen, destroyed, irreparably damaged, wansferred as provided in the preceding sentence, or
otherwise tondered permanently unfit for use from any cause whatsoever, or teken or requisitioned by a
condemnation or otherwise (such occurrences being hereinafter called “Casnalty Occurrences”™), Debtor shall inform
Lender in regard thereto; such information shall be provided at least annuaiiy, and shail also be provided prompily
after any tme that the number of serviceable units of Rolling Stock falls below 5 locomotives or 27 non-
locomotives. If at any time the number of serviceable units of Rolling Stock aliened 10 Lender hereunder falls
below the above, Debtor will within 90 days thereafter identify to Lender substitute items of equipment. which must
have a value equivalent to or greater than the affected Rolling Stock and be otherwise sarisfactory 1o Lender in all
respects, for mnclusion in the Rolling Stock aliened hereunder, so that the total number of serviceable units of Relling
Stock aliened to Lender hereunder shall thereupon be not less than 5 locomotives and 27 non-locomotives. Debtor
will deliver to Lender all supplements hereto and other documents, and rake all such other actions, as Leader may
require in connection with substiture items of equipment to be included in the Rolling Stock aliencd hereunder.

{®) During the term of this Agreement, Debtor will at all times comply in all material respects
with all laws of the jurisdictions in which its operations involving the Collateral may extend, with the interchange
rules of the Association of American Railroads and with all lawful rules of the Department of Transport, Surface
Transportation Board and any other legisiative, executive, administrative or judicial body exercising any power or
jurisdiction over the Collateral, to the extent that such laws and rules affect the title, operation or use of the
Collateral, and in the event that such rules or laws require any alteration, replacement or addition of ary part on
any unit of Collateral, Debtor will conform therewith, at its own expense; provided, however, that Debtor may in
good faith contest the validity or application of any such law or rule in any reasonable manner whick does not, m
the opinion of Lender, have a Material Adverse Effect.

) Debtor will maintain or cause to be maintained insurance in such amounts. and against
such perils, as Lender may reasonably require from time to time. Notwithstanding the foregoing, Debror (i) shall
havc the right to self-insure for piysical damage to or destruction of the Rolling Stock. and (ii) shajl not be required

-3-
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to carry insurance coverage of more than $1,000,000.00 with respect to lisbility pertaining to the Rolling Stock.

Any policies of propenty insurance covering Collateral shall show loss payable to Lender on such form as Lender

may require, and all policies of liability insurance shall name Lender as additional insured. Certificates of such
insurance shall be delivered to Lender upon request. Debror hereby appoints Lender, in any event at Lender’s N
option, as Debtor’s agent and antorney-in-fact to compromise, adjust and settle all claims under such policies of
nsurance. :

8. Default Remedies.

(a) Default. The happening or occurrence of any default as set forth in Section 6.1 of the
Loan Agreement, which is incorporated herein as provision of this Agreement.

®) Remedies.

) Upon the occurrence of a Defauli, Lender (i) shall have all of the rights and
remedies with respect 10 the Collateral specified in Section 6.2 of the Loan
Agreesnent, (i) shall have available to it all remedies provided by the Uniform
Commercial Code or other applicable law, including without limitation the right
to collect money due 10 Debror in respect of the Collateral, 1o enforce in
Debtor's name or otherwise all rights with respect to the Collateral, and to
notify lessces under Leases to make payments directly to Loan, and (1if) may,
in addition, take or cause to be taken by its agent or agents immediate
possession of the Rolling Stock or one or more of the units thereof, without
liabitity to return to Debtor any sums theretofore paid and free from all claims
whatsoever, and remove the same from possession and use of Debtor or any
other person or entity and for such purpose may enter upon Debtor’s premises
or any other premises where the Rolling Stock may be located and may use and
employ in connection with such removal any supplies, services and equipmemt
and any available trackage and other facilities or means of Debtor or otherwise.

(if) In case Lender shall demand possession of the Rolling Stock after the occurrence
of a Default and shall reasonably designate a point or points upon the premises
of Debtor or elsewhere for the delivery of Rolliag Stock to Lender, Debrtor
shall, at its own expense forthwith and in the usual manoer (including, but not
by way of limitation, giving prompt notice to the Association of American
Railroads and all railroads to which amy part of the Rolling Stock has been
interchanged to return the Rolling Stock so interchanged, cause (i) the Rolling
Stock to be moved to such point or points as shall be designated by Lender and
shall there deliver the Rolling Stock or cause it to be delivered to Lender and
(ii) the Rolling Stock to be moved 10 such interchange point or points as shall
be designated by Lender upon any sale, lease or other disposal of all or any part
of the Rolling Stock by Lender. At the option of Lender, Lender may keep the
Rolling Stock on any of the premises of Debior or elsewhere until Lender shall
have leased, sold or otherwise disposed of the same, and for such purpose
Dettor agrees 1o furnish, without charge for reat or storage, the necessary
facilities at nay poimt or points sclected by Lender, a1 Debtor’s risk, to permit
inspection of the Rolling Stock by Lender, Lender’s representatives and
prospective purchasers and users. The provisions of this Section 8.(b)(ii) are an
essential part of the agreement berween the parties and, upon application o any
court of equity having jurisdiction in the premises, Lender shall be entitled to
a decree against Debtor requiring specific performance hereof. To the extent
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- permiried by law, Debtor hereby expressly waives any and all claims against
Lender and its agent or agents for damages of whatever nature in connection
with any retaking of any unit of the Reolling Stock in any manner.

(i}  In exercising its right to sell, Icase or otherwise dispose of the Collateral,
Lender may sell, lease or otherwise dispose of ali or any Cotlateral at public or
private sale or sales, with such notice as may be required by law, in lots or in
bulk, all as Lender, in its sole discretion, may deem advisable; such sales may
be adjourned from tome to time with or without notice. Lender shall have the
right to conduct such sales on Debior’s premises or elsewhere and shalf have the
right to use Debtor’s premises without charge for such sales for such time or
times as Lender may see fit. Lender is hereby gramed a license or other right
to use, without charge, Debtor’s labels, patents. copyrights, rights of use of any
name, trade secrets, tradenames, trademarks, service marks and advertising
matter, or any property ¢f a similar nature, as it pertains to the Collateral, in
advertising for sale and selling any Collateral and Debror's rights under al
licenses and all franchise agreements shall inure to the benefit of Lender.
Lender shalf have the night to sell, lease or otherwise dispose of the Collateral,
or any part thereof, for cash, credit or any combination thereof, and Lender may
purchase all or any part of the Collateral at public or, if permitted by Iaw,
private sale and, i lieu of actual payment of such purchase price, may set off
the amount of such price against Debtor’s obligations o Lender. The proceeds
realized from the sale of any Collateral shall be applied first to the costs,
expeases and attorneys® fees and expenses incurred by Lender for cotlection and
for acquisition, completion, protection, removal, storage, sale and deljvery of
the Callateral; second 1o fees duc to Lender; third to interest due upon any of
the Indebtedness; and fourth to the principal of the Indebtedness. If any
deficiency shall arise, Debtor shall remain liable 10 Lender therefor.

{iv) Any notice of any sale, lease, ather disposition or other intended action by
Lender shall be reasonable if it is given to Debtor at least ten (10) days in
advance of the intended disposition or other intended action.

9. Waiverss Amendments; Successors and Assigns.

(@) Debtor waives presentment and protest of any tnstrument and notice thereof, notice of
default and all other notices to which Debtor might otherwise be entitled.

(b) Failure by Lender to exercise any right, remedy or option under this Agreement or in any
other agreement between the parties hereto, or defay by Lender in exercising the same. will not operate as a waiver.

c) No waiver by Lender shall be effective unless it is in writing 2nd then only to the exient
specifically stated, and no waiver by Lender on any occasion shail affect or diminish Lender’s rights thercafter to
require strict performance by Debtor of any pravision of this Agreement.

(d) Lender’s rights and remedics under this Agreement will be cumulative and not exclusive
of any other right or remedy which Lender may have.

(e} This Agreement cannot be changed or terminated orally.

[¢3] All of the rights, privileges, remedics and options given to Lender hereunder shall inure
10 the benefit of its successors and assigns; and all the terms, conditions, promises, covenants, provisions and

-5-
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warranties of the Agreement shall inure to the benefit of and shall bind the representatives, successors and assigns
of Debtor.

10.  General Provisions.

(@) Wherever possible, each provision of this Agreement shall be interpreted in such manner

- as to be effective and valid under applicable law, but if any provision of this Agreement shall be prohibited by or

invalid under applicable law, such provision shall be ineffective to the extent of such prohibition or invabidity
without invalidating the remainder of such provision or the rematning provisions of this Agreement.

(®) Deblor covenants, warrants and represents o Lender that all representations and
warranties contained in this Agreement shall be true at the time of Debtor’s execution of this Agreement, shall

survive the execution, delivery and acceptance thereof by the parties hereto and the closing of the transactions
described herein or related hereto.

{c) Except as may be provided in the Loan Agreement, no termination or cancellation
(regardless of canse or procedure) of the Loan Agreement shall in any way affect or impair the powers, obligations,
duties, rights and liabilities of the parties hereto in any way with respect 1o (i} any transactions or event occurring
prior to such termuation or cancellation, (ii) the Collateral or (iii) any of Debtor’s undertakings, agrecments,

covenants, warranties and representations shall survive such termination or cancellation until all ofthe Indebtedness
shall have been fully paid and satisfied.

) Lender may, in its sole discretion, (i} exchange. enforce, waive or release any security
ox portion of the Collateral, (if) apply such security or any proceeds of the Collateral and direct the order or macmer
of sale thereof as Lender may, from time to time, determine, and (iif) seftle, compromise, collect or otherwise
liquidate any such security or Collateral for the Indebtedness in any manner following the occurrence of an Event
of Defauit without affecting or impairing Lender’s right to take any further action with respect to any security or -
Collateral for such Indebtedpess or any part thereof. ‘

© Debtor recognizes that, in the event it fails 1o perform, observe or discharge any of its
obligations or labilities under this Agreement, any remedy of law may prove to be inadequate relief 1o Lender;
therefore, Debtor agrees that Lender, if it so requests, shall be enritled 1o temporary and permanent injunctive refief
in any such case without the necessity of proving actual damages.

® This Agreement has been negotiated, executed and delivered in and is 1o be performed
in the State of Hlinois. The validity of this Agreement and of all transactions provided for herein shall be governed
by, interpreted and construed under, and in accordance with, the internal laws (and not the law of coaflicts) of the
State of Illinois, provided, however, that the parties shall be enritled 10 all rights conferred by the Act and such
additional rights arising out of the filing, recording or deposit hereof, if any, and of any assignment hereof as shall
be conferred by the laws of the several jurisdictions m which this Agreement or any assignment hereof or any
financing statement shall be filed, recorded or deposited.

2) If any provision contained in this Agreement is in conflict with, or inconststent with, any
provision in the Loan Agreement, the provisions contaiped in the Loan Agreement shall govern and control.
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(b} This Agreement may be executed by the parties in any number of scparate counterparts,
and by each party on separate counterparts; cach counterpart shall be deemed an original instrument; and all of he
counterparts taken together shall be deemed to constitute one and the sume instrument.

STATE OF ILLINOIS )
) SS.
COUNTY OF PEORIA )

On this
personally known to be the

DEBTOR:

KEOKUK JUNCTION RAILWAY CO.,
an fowa corporation

1318 South Johansonr Road

Peoria, Jllinois 61607

By,

PTGWM___L T ke (arr

LENDER:

FIRST OF AMERICA BANK-ILLINOIS, N.A.,
a national banking association

301 S.W. Adams

Peoria, Illinois 61652

oW ehar| G

day of , 1997, before me personally appeared Guy-L—Brepkman, to me
of Keokuk Junction Railway Co., who being by me duly sworn, acknowiedged

that he, as such officer, being authonzed so to do, executed the foregoing instrument for the purpeses therein
contained by signing the name of the corporation by himself as such officer.

OFFICIAL SEAL
KEVIN L. WILLIAMS
NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES 4-25-2000

7

M/MM

County

Notary Public,
State of
My Commission Expires: b/ -75- wa
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STATE OF ILLINOIS )
)} SS.
COUNTY OF PEORIA )

On this éz day of December, 1997, befare me personally appeared Jobm Fuelberth, 1o me personally
Jmown to be the Vice President of First of America Bank-Illinois, N.A., who being by me duly swora,
acknowledged that be, as such officer, being authorized so to do. cxecuted the foregmng instrument forthcpurposs

thercin contained by signing the name of the corporation by himself as such officer.

JHHo0210000000000000004
"OFFICIAL SEAL"
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EXHIBIT A

Railroad Rolling Stock (other than locomotives):

Quantity

1

2

1

15

6

2

Locomotives:
Road Number

405
252
488
469
471

Blolirdmiagiion\pronter 565

Fleet Nos.
222
813, 939
226
4000 10 4014
4401 1w 4405, 4427

4740, 4741

P. 10710

Type of Car
60’, double door box
S0, single door box
4500 cubic foot covered hopper
4000 cubic foot covered hopper
4427 cubic foat eéveted hopper

4740 cubic foot covered hopper

NW2, 1000 hp switck engine
GP7, road switcher
GP7, road switcher
GPS8, road switcher

GP8, road switcher





